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CONFIDENTIAL TAIPEI 05466 

E.O. 11652: GDS 
TAGS: EAIR, ETRD, TW 

SUBJECT: MCDONNELL-DOUGLAS/AIRBUS COMPETITION FOR SATES 
IN TAIWAN 

REF: TAIPEI 05425 (NOTAL) AND PREVIOUS 

1 . AT LUNCH TODAY, I MENTIONED TO GOVERNOR YU (SEE REFTEL) 

OUR CONCERN OVER THE REPORT GIVEN US BY MCDONNELL- 
DOUGLAS THAT AT POINT WHEN THEIR SALE OF DC-10'S 

TO CHINA AIRLINES APPEARED TO BE FIRM. DEAL WAS PUT IN 
SUSPENSE WHERE IT STILL REMAINS BECAUSE OF AIRBUS INTER- 
VENTION APPARENTLY INVOLVING NON-COMMERCIAL CONSIDERA- 
TIONS. I EXPRESSED CONCERN NOT ONLY THAT SALE APPARENTLY 
BEING TAKEN AWAY FROM MCDONNELT , -DOUGLAS BY AIRBUS BECAUSE 
OF POLITICAL CONSIDERATIONS, CONTRARY TO OECD AGREEMENTS, 

BUT ALSO BECAUSE MCDONNELL-DOUGLAS SALE COULD REPRESENT 
A SIGNIFICANT CONTRIBUTION TO GROC PROFESSED INTENTION 
OF REDRESSING TRADE IMBALANCE WITH U.S. 

2. GOVERNOR YU MADE FOLLOWING POINTS: 

- A. THERE HAD NOT EVER BEEN A CHINA AIRLINES-GROC 
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DECISION (REPEAT DECISION) TO PURCHASE DC-10'S FROM 
MCDONNELL-DOUGLAS . 

- B. PRINCIPAL CAL SUPPLIER NOW AND IN THE FUTURE WILL 
BE BOEING BUT BOEING DOES NOT NOW MANUFACTURE INTER- 
MEDIATE (APPROXIMATELY 200-PASSENGER) AIRCRAFT REQUIRED 
BY CAL FOR SOUTHEAST ASIAN ROUTES. CAL AND BOEING HAVE 
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DISCUSSED THIS AND SINCE BOEING IS MOVING INTO PRODUC- 
TION THAT AREA, CAL WILL IN THE FUTURE BE HAPPY TO TURN 
TO THAT SOURCE SINCE ITS PILOTS, MAINTENANCE PERSONNEL, 

ETC. ARE ALL THOROUGHLY FAMILIAR WITH BOEING PRODUCTS. 

- C. AS WE COULD WELL IMAGINE, LANDING RIGHTS IN 
PARIS WOULD BE OF GREAT IMPORTANCE TO CAL AND ROC, JUST 
AS THEY WERE TO KOREANS WHEN KAL CONCLUDED DEAL WITH 
THE FRENCH ON SIMILAR LINES. 

D. GROC CONTINUES COMMITTED TO "BUY AMERICA" PROGRAM 
AND WILL BE, AS WE PERHAPS ALREADY KNOW, BUYING AN ADDI- 
TIONAL BOEING 747 IN COMING YEAR; SHOULD BOEING BE ABLE 
TO DELIVER AN INTERMEDIATE AIRCRAFT, CAL WILL BE VERY 
INTERESTED IN THIS ALSO AS ALREADY NOTED. 

3. GOVERNOR YU AT NO POINT STATED THAT GROC HAS MADE 
FIRM DECISION TO BUY AIRBUS OR THAT PARIS LANDING RIGHTS 
FOR CAL HAVE BEEN DEFINITIVELY SECURED BUT THE INFERENCE 
WAS CLEAR THAT SOMETHING WAS AFOOT ON BOTH COUNTS. I 
REITERATED IN THIS LATTER CONNECTION OUR CONCERN ABOUT 
FRENCH TACTICS AND HE AGAIN REFERRED TO KOREAN DEAL. 

4. RELATED NOTE: LAST EVENING IN A LENGTHY CONVERSA- 
TION WITH Y. S. TSIANG, SECRETARY-GENERAL OF THE PRESI- 
DENTIAL OFFICE, I RAISED MCDONNELL-DOUGLAS ISSUE AND HE 
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TOLD ME OF SEVERAL LENGTHY CONVERSATIONS HE HAS RECENTLY 
HAD WITH "PETE" CONRAD, MCDONNELL-DOUGLAS' VICE PRESIDENT, 
COVERING CONRAD'S FASCINATING ASTRONAUT EXPERIENCES AND 
POSSIBLE GROC-MCDONNELL-DOUGLAS ARRANGEMENT FOR PRODUCING 
ON TAIWAN COMPONENTS OF OR ENTIRE STOL AIRCRAFT. 

MISSING (ACCORDING TO Y.S. TSIANG): ANY MENTION BY CONRAD 
OF AIRBUS PROBLEM. UNGER 
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